The 7 Deadliest Fears Small Business Owners 
Have About the IRS and Back Taxes 
(and How to Overcome Them) 



Shawn Wright, Attorney at Law 


My name is Shawn Wright, and I’m a tax lawyer in Pittsburgh. I focus on helping self-employed 
people to get back on track with the IRS. 


We all know that the IRS is effective in intimidating taxpayers and that the IRS has a lot of 
tools to use against taxpayers, including Federal Tax Liens, wage garnishments, bank 
levies, and asset seizures. 

On the other hand, if you have IRS tax problems, you are not alone. Over 13 million Americans 
owe back taxes to the IRS. There are a variety of programs and solutions for these types of 
problems. 

In my years of assisting clients, I have also discovered that most IRS tax problems can be 
solved. Here is the list of the most frequent fears and complaints that my clients have. 


Fear Number 1 : “I’m Good at My Work, but I’m Not Good at Managing 
my Taxes” 

I hear this complaint a lot. Most self-employed people are indeed highly-skilled in their 
craft. But they say that they’re drowning when it comes to managing their business’s 
finances, and especially the taxes. 

It’s unfortunate that our nation’s schools are good at training future business owners in their 
specific areas of skill, but not so good at training them how to manage their books. 

Nevertheless, the solution for most self-employed people is to simplify their finances. Not 

all people will have the same tax problems, so an individualized approach will be most helpful. 

This can be done in a relatively short consultation with a tax professional. I call this the “Game 
Plan Meeting”. For some clients, it will require the filing of some delinquent tax returns. Other 
clients merely need to work out a repayment plan with the IRS. Some may need the assistance 
of a payroll service. 



The IRS can close down businesses that refuse to play by their rules. But fortunately, the 
IRS only does that as a last resort. For the vast majority of cases, the IRS is willing to give 
taxpayers more time to file delinquent returns, and to present resolutions for their specific tax 
problems. 

Fear Number 2: “My Business’s Cash Flow is Up and Down, and I 
Can’t Seem to Pay My IRS Estimated Taxes” 

For self-employed taxpayers, the IRS requires that they pay estimated tax payments 4 
times per year (April 1 5th, June 1 5th, September 1 5th and January 30th). 

For many business owners however, paving quarterly taxes simply makes no sense , 
because they don’t get paid quarterly. This is because businesses have up and down periods 
with cash flow, and for many businesses, there are often other very pressing vendors or 
obligations to pay. 

On the other hand, making estimated tax payments is not only required by the law, but is also a 
smart idea. In fact, waiting to pay those estimated taxes on a quarterly schedule may however 
be a bad idea. 

What’s the alternative? A quick review with a qualified tax professional can show you how 
much you need to allocate to pay the annual IRS tax estimates. For businesses that have been 
operating for more than a year, the total of all the estimated tax payments must equal at least 
90% of the previous year’s tax liability, in order to avoid the imposition of IRS tax penalties. 

The business owner has a variety of options to choose from. One simple idea is to pay the IRS 
every time the business gets paid. Let’s say that you’re a home contractor, and you get paid by 
customers all throughout the year. You should meet with a tax professional to determine exactly 
what percentage of your gross income you need to set aside to pay the IRS each year. 

So let’s say that your tax professional recommends that you pay 18 per cent of your gross 
income to the IRS. Then each time that a customer pays you, you take out 18 per cent and you 



write a check in that amount to the IRS. Be sure to direct your payments to your current year’s 
estimated taxes, and yes, the IRS will cash those checks! 

Fear Number 3: “I Have Unfiled IRS Tax Returns, and I Don’t Know 
Where to Start” 

Many self-employed taxpayers have unfiled IRS returns. For some people, the returns may 
seem overwhelming because they may have lost or misplaced their tax records. Many of 
my clients have moved and can no longer find their records. Others have been divorced, and 
their former spouses have thrown away their tax records. 

You will want to focus on the last 6 years of unfiled IRS tax records. Usually this will likely be the 
IRS’s biggest priority anyway. 

Next, I always go to the IRS and obtain any client’s Wage and Income Transcripts for the tax 
years in question. This Transcript will be a computerized printout of all of the client’s W-2 forms 
and 1099’s. This is our starting point to prepare a delinquent tax return. 

At that point, we will need to retrieve work expense records in order to properly prepare the 
Schedule C forms. Yes, the IRS recognizes that if you were self-employed, you very likely had a 
considerable amount of expenses associated with your business. 

And I always ask the IRS for additional time to prepare the returns so I am not rushed. 
Ask ahead of time, and the IRS is almost always guaranteed to provide a reasonable 
amount of time. 

It’s important to focus on your delinquent tax returns for a variety of reasons. First, the IRS will 
not agree to a repayment plan (Installment Agreement) if there are any unfiled tax returns. 

Second, once you file the returns, then the IRS has only 10 years to collect on the amounts due. 
Yes, you read correctly, and it is true that if you still owe money at the end of the 10 year period, 
then the IRS is forced to wipe out the tax obligation at that time. So, to start this clock running, 
you must first file the returns. 



Finally, it is a federal misdemeanor crime not to file your tax returns. The IRS does pursue these 
types of cases against high-profile individuals such as entertainers or politicians. Simply put, 
once you file your returns, then you’ll be able to sleep more soundly knowing that you can’t be 
prosecuted. 

Fear Number 4: “I Owe So Much in Back Taxes that My Situation is 
Hopeless” 

Many people who owe back taxes to the IRS can feel like their situation is hopeless. They 
are stressed out after receiving IRS notices and threats for so many months, and even years. 
They never know if an IRS bank levy is just around the corner, or if they will someday be visited 
by an IRS Revenue Officer. 

Indeed, that kind of stress can take its toll on someone’s marriage and family life. I meet many 
people who talk about not being able to sleep through an entire night due to their stress level. 

Again, I find that having a Game Plan Meeting can be useful at looking at the big picture. 

Perhaps you can apply for IRS Penalty Abatement. You may be a good candidate for an Offer in 
Compromise to settle your tax debts. If you are struggling financially, then you may ask the IRS 
to grant you hardship status (Currently Not Collectible) in which the IRS will agree not to collect 
on the taxes for an 18-month period. You may be a candidate for a Partial Pay Installment 
Agreement in which the IRS agrees to accept a reduced payment for a period of time. 

In any event, there are a variety of options to choose from. There is no one single alternative 
that is ideal for all taxpayers however. 

Fear Number 5: “I’m Scared of Saying the Wrong Thing to the IRS” 

Having to talk with an IRS agent isn’t very enjoyable. It’s hard to know what to say, and what not 
to say. And if you don’t know the tax laws, it’s hard to know if the IRS agent is giving you the 
straight scoop or not. 



One of the nice benefits of hiring a tax professional though is that the IRS is no longer 
permitted to speak directly with you if you are being represented. 


Once you’re represented, then it’s illegal for the IRS to contact you directly , although they 
are required to continue to send you written notices by mail. 

When clients call me for the first time, and they relate to me what the IRS has said to them, I 
often have to shake my head. Often, two IRS representatives will give the same taxpayer two 
completely different answers to the same question. 

I frequently hear of difficulties that taxpayers have in even speaking with the IRS in the first 
place. Yes, the holding times can be legendary when taxpayers try to contact the IRS by phone. 

Fear Number 6: “I Hear that the IRS is Willing to Settle Tax Debts, but 
I’m Suspicious of the National Tax Representation Firms” 

No doubt, it’s hard to watch a TV show without seeing a commercial that trumpets how the IRS 
wants to settle tax debts for pennies on the dollar. Yes, it is indeed true that the IRS has an 
Offer in Compromise Program that permits taxpayers with tax debts to settle with the IRS. You 
should know however that not all taxpayers are good candidates for this program. 

The IRS uses very detailed formulas to analyze whether it should accept or reject an Offer in 
Compromise. The IRS looks closely at two potential pools of money: (1) the taxpayer’s monthly 
income, and (2) the taxpayer’s equity in assets. 

If a taxpayer has a high monthly income, or a lot of equity in real estate or investments, then it’s 
unlikely that the taxpayer will be a good Offer in Compromise candidate. 

The national tax firms also won’t tell you that an Offer in Compromise stops the 10-year clock 
from running. So, if the IRS only has 18 months left to collect its tax debts against you, then an 
Offer in Compromise won’t likely be a good strategy. 



As I stated above, there is no one single strategy for all taxpayers. An Offer in Compromise is a 
good solution for someone who’s had some financial setbacks and has reduced income. 


Fear Number 7: “My Business is Behind on Payroll Taxes and I Can’t 
Get on Track” 

The IRS is most vigilant against businesses and business owners who have delinquent 
payroll taxes. 

They will actively seek to shut down those businesses which are continuing to incur payroll 
taxes. 

If your business has delinquent payroll tax, then you should immediately consult with a 
tax professional. You need to actively pursue better tax planning to ensure that your current 
obligations are being met. 

Having IRS worries as a small-business owner can be exhausting. It’s usually hard enough just 
to find customers and clients. 

It’s helpful to look at the big picture and to see if your current business model is viable or not. 

Maybe the business can be re-tooled in some manner to make it more profitable. In any event, 
it’s likely that the payroll tax side of your business can be simplified. For example, perhaps you 
can incorporate the business to save on payroll taxes. Perhaps you can hire a payroll service to 
pay all of your employers (and yourself). 


If You Need Help: 

Spend time on my website to educate yourself about your rights as a taxpayer. If you need 
help on your specific tax issues, then give me a call at 412-920-6565. You can also email 

me at shawn@shawnwrightlaw.com . 

I can help taxpayers with IRS problems from anywhere in the United States. I will be more than 
happy to schedule a consultation. 


Good luck on resolving your tax problem and righting your financial ship. 



